HB 1386-1— Filed 01/29/2002, 16:02

Adopted Rejected

COMMITTEE REPORT

Y ES. 11
NO: 0

MR. SPEAKER:
Your Committee on | nsurance, Corporations and Small Business __, to which was

referred  House Bill 1386

, has had the same under consideration and begs leaveto report

the same back to the House with the recommendation that said bill be amended as follows:
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Page 3, between lines 4 and 5, begin a new paragraph and insert:
"SECTION 2. IC 5-10-8.1-6, AS ADDED BY P.L.162-2001,
SECTION 1, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 2002]: Sec. 6. (@) The administrator shall pay or deny each
clean claim in accordance with section 7 of this chapter.
(b) An administrator shall notify a provider of any deficienciesina
submitted claim not tess mor e than:
(1) thirty (30) days after the claim is received by the
administrator for aclaim that isfiled electronically; or
(2) forty-five (45) days after the claim is received by the
administrator for aclaim that isfiled on paper;
and describe any remedy necessary to establish a clean claim.
(c) Failure of an administrator to notify aprovider asrequired under
subsection (b) establishes the submitted claim as aclean claim.”.
Page 17, betweenlines 20 and 21, begin anew paragraph and insert:
"SECTION 11.1C27-1-3-30ISADDED TOTHE INDIANA CODE
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1 AS A NEW SECTION TO READ AS FOLLOWS [EFFECTIVE
2 UPON PASSAGE]: Sec. 30. (a) Asused in this section, " company"
3 has the meaning set forth in IC 27-1-3.1-2.
4 (b) When a provision of | C 27 authorizes the commissioner to
5 retain an accountant, an appraiser, an actuary, an attorney, a
6 financial adviser, or another professional or specialist and the
7 provision specifies that the cost of retaining the accountant,
8 appraiser, actuary, attorney, financial adviser, or other
9 professional or specialist is to be borne by the company, the
10 following shall occur:
11 (1) Theinvoice shall be forwarded to the department.
12 (2) The department shall review the invoice.
13 (3) The department shall submit the invoice to the company
14 for payment.
15 (c) The department is not liable for any cost that is required
16 under IC 27 to be bor ne by a company.
17 SECTION 12. IC 27-1-6-15 IS AMENDED TO READ AS
18 FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 15. (a) Except as
19 provided in subsection (b) a domestic mutual company that organized
20 before July 1, 1977, must maintain a surplus of not less than two
21 hundred fifty thousand dollars ($250,000). This subsection does not
22 apply to afarm mutual insurance company that is organized under
23 IC 27-5 (beforeitsrepeal) or 1C 27-5.1.
24 (b) A domestic mutual company that organized before July 1, 1977,
25 must maintain a surplus of not less than:
26 (2) seven hundred fifty thousand dollars ($750,000), if it markets
27 one (1) or more kinds of insurance under both Class Il and Class
28 [11, other than Class I1(k) insurance;
29 (2) onemillion dollars ($1,000,000), if it marketsone (1) or more
30 kinds of insurance under Class||, including Class (k) insurance;
31 or
32 (3) onemillion dollars ($1,000,000), if it markets one (1) or more
33 kinds of insurance under both Class Il and Class 11, including
34 Class I1(k) insurance.
35 (c) A domestic mutual company that organized after June 30, 1977,
36 must maintain a surplus of not less than one million two hundred fifty
37 thousand dollars ($1,250,000). However, when it organizes, it must:
38 (1) have a surplus of not less than two million dollars

CR138601/DI 97+ 2002
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($2,000,000);

(2) for the one (1) or more kinds of insurance under Class | that
itintendsto market, havereceived applicationsfor insurancefrom
not less than four hundred (400) persons, each application for an
amount not less than one thousand dollars ($1,000), and have
received the first year's premium due on a policy to be issued on
each such application; and

(3) for the one (1) or more kinds of insurance under Class Il or
Class Il that it intends to market, have received applications for
insurance covering not less than eight hundred (800) separate
risks in not less than forty (40) policies to be issued to not less
than forty (40) members, and have received premiumsamounting
tonot lessthan one hundred thousand dollars ($100,000) for those
policies.

(d) A domestic mutual company must deposit with the department
in cash or in obligations of the United States:

(1) twenty-five thousand dollars ($25,000), if it organized before
June 30, 1955;
(2) fifty thousand dollars ($50,000), if it organized after June 29,
1955, and before March 7, 1967; or
(3) one hundred thousand dollars ($100,000), if it organized after
March 6, 1967.
This subsection does not apply to afarm mutual insurance company
that is organized under IC 27-5 (beforeitsrepeal) or 1C 27-5.1.

(e) If the commissioner determines that the continued operation of
adomestic mutual company may be hazardous to the policyholders or
the genera public, the commissioner may, upon the commissioner's
determination, issue an order requiring the insurer to increase the
insurer's capital and surplus based on the type, volume, and nature of
the business transacted.”.

Page 33, line 3, delete "affiliates’ and insert "subsidiary
companies'.

Page 33, line 8, before "institution™ insert "financial”.

Page 33, line 8, after "a depository" insert "financial".

Page 33, line 10, after "assets." insert "As used in this subsection,
"depository financial institution" means a national bank, state
bank, or trust company that isa member of the Federal Reserve
System and through which an insurance company participatesin
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the Federal Reserve book-entry system.”.

Page 52, line 42, delete "affiliates" and insert "subsidiary
companies'.

Page 53, line 5, after "depository” insert "financial”.

Page 53, line 6, after "depository” insert "financial”.

Page 53, line 7, after "assets." insert "As used in this subdivision,
"depository financial institution" means a national bank, state
bank, or trust company that is a member of the Federal Reserve
System and through which an insurance company participatesin
the Federal Reserve book-entry system.”.

Page 54, delete lines 22 through 36.

Page 55, delete lines 24 through 25.

Page 56, line 1, reset in roman "may deposit or arrange for the
safekeeping of".

Page 56, reset in roman lines 2 through 19.

Page 56, line 20, reset in roman "representing such securities.”.

Page 56, line 20, before "shall," insert "A domestic insurance
company".

Page 56, line 22, delete " Securities deposited under”.

Page 56, delete lines 23 through 42.

Delete pages 57 through 59.

Page 60, delete lines 1 through 8.

Page 60, line 9, delete "(d)" and insert "(c)".

Page 60, line 18, reset in roman "(d)".

Page 60, line 18, delete "(e)".

Page 60, line 37, reset in roman "(e)".

Page 60, line 37, delete " (f)".

Page 60, line 38, after "governing" insert "

@".
Page 60, line 40, delete "." and insert *; and
(2) the maintenance of securitieswith a custodian.”.

Page 60, between lines40 and 41, begin anew paragraph and insert:

"SECTION 21. IC 27-1-20-26 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 26. The provisions of
this article shall not apply to any farmers mutual hail insurance
company, farmers mutual fire insurance company, or farmers mutual
windstorm insurance company, or any similar company organized and
operating under IC 27-5 (beforeitsrepeal) or 1C 27-5.1, nor to any
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mutual fire insurance company confining its business to the town or
city in which its home officeislocated, nor shall any provision of this
article be construed as repealing any provision of the statutes
applicable to the companies and associations referred to in this
section.”.

Page 61, between lines 32 and 33, begin anew paragraph and insert:

"SECTION 23. IC 27-1-22-2 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 2. (@) This chapter
appliestoall formsof casualty insuranceincluding fidelity, surety, and
guaranty bonds, to all forms of motor vehicleinsurance, to all formsof
fire, marine, and inland marine insurance, and to any and all
combinations of the foregoing or parts thereof, on risks or operations
in this state, except:

(2) reinsurance, other than joint reinsurance to the extent stated
in section 14 of this chapter;

(2) accident and health insurance;

(3) insurance of vessels or craft, their cargoes, marine builders
risks, marine protection and indemnity, or other risks commonly
insured under marine, as distinguished from inland marine,
insurance policies;

(4) insurance against loss or damageto aircraft or against liability
arising out of the ownership, maintenance, or use of aircraft;

(5) worker's compensation insurance; and

(6) abstract and title insurance.

(b) Inland marine insurance includes insurance defined by statute,
or by interpretation of statute, or if not so defined or interpreted, by
ruling of the commissioner of insurance (referred to as the
commissioner), or as established by general custom of the business, as
inland marine insurance.

(c) This chapter shal not apply to farmers' mutua insurance
companies organized and operating under IC 27-5 (beforeitsrepeal)
or IC 27-5.1 unless and only to the extent that t€ 275 IC 27-5.1
specifically provides that such companies are subject to

1) this chapter.

{2) Acts 1947, €60; or
Page 68, delete lines 7 through 42.
Delete pages 69 through 70.
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Page 71, delete lines 1 through 40.

Page 75, line 9, delete "licensure or that is licensed in a state other
than the" and insert "or holds a license under section 12.2 of this
chapter.".

Page 75, delete line 10.

Page 75, line 19, delete "an employer” and insert "a group”.

Page 78, line 16, after "shall" insert "maintain a surety bond".

Page 78, line 17, delete "maintain a surety bond".

Page 78, line 21, delete "cover” and insert "that covers'.

Page 83, line 20, delete "Other" and insert "Any other".

Page 84, line 28, delete "A nonresident” and insert "An".

Page 85, line 4, delete "enacted"”.

Page 85, line 4, after "law" insert "or regulation”.

Page 89, line 19, delete "one (1) or more grounds' and insert
"cause".

Page 89, line 20, delete "exist" and insert "exists'.

Page 89, line 23, after "($25,000)" insert "per act or violation".

Page 92, between lines 14 and 15, begin anew paragraph andinsert:

"SECTION 51. IC 27-1-31-3 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 3. (a) If an insurer
refusesto renew apolicy of insurancewritten by theinsurer, theinsurer
shall provide written notice of nonrenewal to the insured:

(1) at least forty-five (45) days before the expiration date of the
policy, if the coverage provided isfor one (1) year, or less; or
(2) at least forty-five (45) days before the anniversary date of the
policy, if the coverage provided is for more than one (1) year.

(b) A natice of nonrenewal isnot required if:

(D theinsuredistransferred from an insurer to an affiliate of
the insurer for future coverage as a result of a merger,
acquisition, or company restructuring; and

(2) thetransfer resultsin the same or broader coverage.".

Page 103, between lines 10 and 11, begin a new paragraph and
insert:

"SECTION 63. IC 27-5.1 ISADDED TO THE INDIANA CODE
ASANEW ARTICLETOREAD ASFOLLOWS[EFFECTIVEJULY
1, 2002]:

ARTICLE 5.1. INDIANA FARM MUTUAL INSURANCE
COMPANIES
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Chapter 1. Definitions

Sec. 1. The definitions in this chapter apply throughout this
article.

Sec. 2." Assessment” meansan amount or apolicyholder'sshare
of an amount that a farm mutual insurance company deter mines
isnecessary for any of the following:

(1) To pay the farm mutual insurance company's accrued
liabilities.

(2) To meet or defray the farm mutual insurance company's
anticipated needs.

(3) To add to or restorethe policyholder surplus of thefarm
mutual insurance company.

Sec. 3. " Certificate of authority” hasthe meaning set forth in
IC 27-1-2-3(v).

Sec. 4. "Commissioner” means the insurance commissioner
appointed under |C 27-1-1-2.

Sec. 5. "Department” means the department of insurance
created by IC 27-1-1-1.

Sec. 6. " Extended company” means a farm mutual insurance
company that is authorized to provide coverage as described in
IC 27-5.1-4.

Sec. 7. " Farm mutual insurance company" means a company
(asdefined in I C 27-1-2-3) that isauthorized to provide insurance
cover age under thisarticle.

Sec. 8. " First classcity” refersto afirst classcity as classified
under 1C 36-4-1-1.

Sec. 9. "Initial charge” means a charge that is collected by a
farm mutual insurance company before or at the time of the
issuance or renewal of an insurance policy under thisarticle.

Sec. 10. " Person" meansan individual or a business entity.

Sec. 11. " Policyholder” means a person who is insured by a
farm mutual insurance company.

Sec. 12. " Policyholder surplus" meansa fund consisting of the
accumulated assets of a farm mutual insurance company that
exceed the farm mutual insurance company's accr ued losses and
expenses.

Sec. 13. " Premium™ means money given in consideration to a
farm mutual insurance company on account of or in connection
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with a contract of insurance for a specified policy period.

Sec. 14. "Premium plus assessment" refers to an insurance

policy under which the policyholder is:
(1) obligated to pay a premium; and
(2) subject to potential assessment.

Sec. 15." Principal office" meanstheprimary officemaintained
by a farm mutual insurance company in Indiana.

Sec. 16. " Standard company" means a farm mutual insurance
company that may provideinsurance coverage under |1C 27-5.1-3.
Theterm does not include an extended company.

Chapter 2. Farm Mutual I nsurance Companies

Sec. 1. This chapter applies to a farm mutual insurance
company regulated under thisarticle.

Sec. 2. (a) A farm mutual insurance company that holds a
certificate of authority to do businessin I ndiana on June 30, 2002,
isastandard company under thisarticleunlessthecompany elects
to become an extended company under IC 27-5.1-4 and is
authorized by the commissioner to do business as an extended
company.

(b) A standard farm mutual insurance company under
subsection (a) may elect to become an extended farm mutual
insurance company at any time by:

(1) complying with IC 27-5.1-4-2(b); and
(2) submitting to an exam that may be conducted at the
discretion of the commissioner.

(c) An election madeunder thissectioniseffectiveuponthedate
the commissioner issuesthe new certificate of authority.

Sec. 3. () If aproposed farm mutual insurance company does
not hold acertificateof authority to dobusinessin Indianaon June
30, 2002, an application may be made to the commissioner for a
certificate of authority for the proposed farm mutual insurance
company to do businessin Indiana as one (1) of the following:

(1) A standard company.
(2) An extended company.

(b) Three (3) copiesof the application must be submitted tothe
commissioner. The application must contain the following
concer ning the proposed farm mutual insurance company:

(1) The name.
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(2) Thelocation and address of the principal office.

(3) The names and addr esses of the officersand directors.
(4) A copy of thearticles of incor poration.

(5) A copy of the bylaws.

(c) A standard company, not earlier than three (3) years after
it isgranted a certificate of authority to do business asa standard
company, may elect to obtain a certificate of authority to do
business as an extended company if the standard company:

(1) has an annual direct written premium of more than one
million dollars ($1,000,000); and
(2) complieswith |C 27-5.1-4-2.
Sec. 4. A farm mutual insurance company that is established
after June 30, 2002, must have at least:
(1) twohundr ed fifty (250) applicationsfor insurancepolicies;
and
(2) one hundred thousand dollar s ($100,000) in annual dir ect
written premiums;

befor e issuing any insurance policy.

Sec. 5. (a) A farm mutual insur ancecompany hasall thepowers,
rights, privileges, duties, and obligations of a company or ganized
under 1C 27-1-6 except where | C 27-1-6 iscontrary tothisarticle.

(b) A farm mutual insurance company has the following:

(1) The power to borrow money.
(2) The ability to sue or be sued.
(3) The power to make contracts of insurance or indemnity
with:

(A) a person;

(B) afirm;

(C) apublic corporation;

(D) aprivate corporation;

(E) aboard;

(F) an association;

(G) an estate; or

(H) atrustee or legal representative of an estate.
(4) The power to cede or obtain reinsurance from any
company legally operating in Indiana or in any other state.
(5) The power to participate with a financially stable
insurance company in:

2002
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1 (A) areinsurance pool;

2 (B) aplan for reinsurance; or

3 (C) catastrophe protection.

4 (6) Thepower todeterminethequalificationsand themanner

5 in which to admit or withdraw policyholders.

6 (7) The power to use a common seal, which the farm mutual

7 insurance company may change or alter.

8 (8) The power to purchase, lease, hold, and dispose of:

9 (A) real property; and
10 (B) personal property;
11 for use in carrying out the purpose of the farm mutual
12 insurance company in the farm mutual insurance company's
13 name or in the name of a trustee chosen by the board of
14 directors.
15 (9) The power to classify risks according to the hazards
16 involved.
17 (10) The power to establish rates according to the
18 classification of risk.
19 (11) The power to determine rules and regulations on the
20 acceptability of risk and hazardsinsured.
21 (12) The power to determine the cost of insurance issued by
22 the farm mutual insurance company and the adjustment and
23 payment of |osses.
24 (13) The power to determine the compensation of the
25 director sand officer sof thefarm mutual insurancecompany.
26 (14) The power to require that the directors and officers of
27 the farm mutual insurance company be bonded in the
28 performance of the duties of the directorsand officers.
29 (15) The power to adopt or amend bylaws and articles of
30 incor por ation of the farm mutual insurance company.
31 (16) The power to adopt or amend policy forms and
32 application forms used by the farm mutual insurance
33 company.
34 (17) All other powers necessary to effect the purposes of the
35 farm mutual insurance company.
36 Sec. 6. A farm mutual insur ance company with an annual dir ect
37 written premium of more than ten million dollars ($10,000,000)
38 may not function as a farm mutual insurance company and shall

CR138601/DI 97+ 2002
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be regulated as a multiple line insurance company described in
IC 27-1-6-16.

Sec. 7. Except as provided in section 8 of this chapter, a farm
mutual insurance company that operates under this article is
exempt from any other Indiana insurance law unless the law
expressly declares that the law is applicable to farm mutual
insurance companies.

Sec. 8. The following provisions apply to standard companies
and extended companies:

(1 1C 27-1-3.

(2)1C 27-1-5-3.

(3) IC 27-1-6-15.

(4) 1C 27-1-7-14 through I C 27-1-7-16.
(5) IC 27-1-7-21 through IC 27-1-7-23.
(6) 1C 27-1-9.

(7) 1C 27-1-13-3 through I C 27-1-13-4.
(8) 1C 27-1-13-6 through IC 27-1-13-9.
(9) 1C 27-1-20-1.

(10) IC 27-1-20-4.

(11) 1C 27-1-20-6.

(12) I1C 27-1-20-9 through 1C 27-1-20-11.
(13) IC 27-1-20-14.

(14) 1C 27-1-20-19 through |1 C 27-1-20-21.
(15) 1C 27-1-20-23 through |1 C 27-1-20-24.
(16) 1C 27-1-20-30.

(17)1C 27-1-22.

(18) IC 27-4-1.

(29) IC 27-6-1.1-2.

(20) I1C 27-7-2.

(21 1C 27-9.

Sec. 9. (a) A farm mutual insurance company shall hold an
annual meeting of the policyholder s of the farm mutual insurance
company on the date, time, and location set forth in the articles of
incorporation of the farm mutual insurance company. If the
articlesof incor por ation do not specify thedate, time, and location
of the annual meeting, the meeting shall be held on the first
Monday in April at the registered principal office of the farm
mutual insurance company.
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(b) A quorum for purposes of an annual policyholder meeting
must be defined in afarm mutual insurance company'sarticles of
incor por ation.

(c) Each policyholder of a farm mutual insurance company is
entitled to one (1) vote on any issue voted upon at a policyholder
meeting.

Sec. 10. (&) A farm mutual insurance company shall elect a
board of directors consisting of at least five (5) policyholders.

(b) To be elected to the board of directors of a farm mutual
insurance company, an individual must be the owner of a policy
issued by the farm mutual insurance company.

Sec. 11. (a) Unless a farm mutual insurance company'sarticles
of incorporation specify otherwise, a director of a farm mutual
insurance company must be elected at the company's annual
policyholder meeting by the affir mative vote of a majority of:

(2) the policyholder s present and voting; and
(2) the policyholders voting by proxy, if voting by proxy is
allowed by the company's articles of incor por ation.

(b) Theterm of office of adirector must beat least one (1) year
but not more than five (5) years. A farm mutual insurance
company's articles of incorporation may provide for the
classification of director sintothree(3) groups, and thetermsof the
directors may be staggered. A vacancy on the board of directors
may befilled for theunexpired term thr ough an appointment made
by the remaining directors.

(c) Theboard of directorsof afarm mutual insurance company
shall, by vote of a majority of the directors, elect the officers
designated in the farm mutual insurance company's bylaws. The
directors may also elect any additional officersthat the directors
determine ar e necessary. An officer elected under this subsection
isnot required to beadirector.

(d) Theterm of an officer elected under subsection (c) may not
belessthan one (1) year or morethan three (3) years. An outgoing
officer shall hold officeuntil theofficer'ssuccessor iseither elected
or selected and qualified.

(e) Theboard of director sof afarm mutual insurance company
shall hold a separ atemeeting of theboar d of director simmediately
after the farm mutual insurance company's annual meeting.
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Sec. 12. (a) Unlessa farm mutual insurance company'sarticles
of incor por ation specify otherwise, thearticles of incor por ation of
a farm mutual insurance company may be amended by an
affirmative vote of two-thirds (2/3) of its policyholders who are
voting in person or by proxy at any policyholder meeting if the
policyholdersare given at least thirty (30) days notice of:

(1) the meeting; and
(2) the subject material of the proposed amendments.

(b) After a farm mutual insurance company has adopted an
amendment to itsarticles of incorporation, three (3) copies of the
amendment must be filed with the commissioner.

(c) The commissioner shall determine whether to approve the
amendment and, if theamendment isapproved, shall return acopy
of the filed amendment and a certificate of approval to the farm
mutual insurance company.

Sec. 13. (a) Bylawsof afarm mutual insurancecompany may be
amended by the company in accordance with the company's
articles of incorporation. All amendments to the bylaws must be
filed with the commissioner.

(b) Bylaws may not be inconsistent with this article, any other
applicable laws, or the company's articles of incor poration.

Sec. 14. Thecommissioner may char geafarm mutual insur ance
company areasonablefee, asprovided in | C 27-1-3-15, for afiling
under thisarticle.

Sec. 15. The commissioner may:

(1) issueacertificateof authority toacompany to do business
as:

(A) a standard company; or

(B) an extended company; and
(2) require a farm mutual insurance company to take
appropriate remedial action as provided in IC 27-9 if the
commissioner considers the action necessary to protect a
policyholder.

Sec. 16. (a) A farm mutual insurance company may not deliver
or issuefor delivery apolicy or an endor sement or rider toapolicy
until a copy of the form and the rates charged for the policy are
filed with and approved by the commissioner.

(b) A farm mutual insurancecompany may useany formor rate
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filed with the commissioner unless the commissioner natifies the
company inwriting that theform isdisapproved within thirty (30)
days after the commissioner's receipt of the rate or form. The
commissioner may disapprove a rate or form for the following
reasons:
(1) Aninconsistency with thisarticle or any other applicable
state law.
(2) A provision that is:
(A) deceptive;
(B) ambiguous; or
(C) misleading.

(c) If the commissioner disapproves arate or form under this
section, the commissioner must notify the farm mutual insurance
company of thereason why therateor form wasdisapproved. The
farm mutual insurance company may request a hearing beforethe
commissioner under 1C 4-21.5 concer ning the disapproval.

(d) A farm mutual insurance company may seek judicial review
of the commissioner's disapproval of a rate or form under this
section under 1C 4-21.5-5.

(e) The commissioner may charge a farm mutual insurance
company areasonablefeeasprovided in 1 C 27-1-3-15for thefiling
of arateor form.

Sec. 17. (a) Thecommissioner or the commissioner'sappointed
agent under | C 27-1-3.1 may examinethe affairs of afarm mutual
insurance company.

(b) In an examination under thissection, the commissioner may
inquire into the manner in which a farm mutual insurance
company conducts and manages the affairs of the farm mutual
insurance company.

(c) The commissioner may:

(1) requireand compel the production of documents, recor ds,
books, papers, contracts, or any other evidence; and
(2) compel the attendance of, and examine under oath, any
director, officer, agent, employee, solicitor, or attorney of the
farm mutual insurance company or any other person;
about any business affairs, the financial condition of the business,
the management of the business, actions taken by the directors,
officers, or employees, or any other related matter.

2002



© 00 N O U A WNBP

B R R R R R R R R
© 0O ~N O O~ WNRPO

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

CR138601/DI 97+

15

(d) The commissioner may revoke the farm mutual insurance
company's certificate of authority if the farm mutual insurance
company refuses to allow the commissioner to examine the farm
mutual insurance company.

(e) The commissioner may examine the following:

(1) A farm mutual insurance company's articles of
incorporation and any amendments to the articles of
incor poration.

(2) A farm mutual insurance company's bylaws and any
amendmentsto the bylaws.

(3) A farm mutual insurance company'sforms.

(4) Any documents or reportsthat a farm mutual insurance
company isrequired to file annually with the commissioner.
(5) A farm mutual insurance company'spetitionsfor merger.
(6) A farm mutual insurancecompany'spetitionsfor transfer.

(f) The commissioner shall examine the records, books, and
affairs of the farm mutual insurance company and issue a report
of the commissioner's findings to the farm mutual insurance
company if:

(1) the commissioner determines, as the result of an
examination under this section or on the basis of any other
knowledge or information in the commissioner's possession,
that a farm mutual insurance company has conducted or is
conducting thefarm mutual insurance company'sbusinessin
amanner that is:

(A) contrary to laws applying to farm mutual insurance

companies; or

(B) detrimental to policyholder interests; or
(2) the farm mutual insurance company requests an
examination through ar esolution adopted by thefarm mutual
insurance company's policyholder s at any meeting.

(g) The commissioner may charge a farm mutual insurance
company that is examined under this section for the costs of
conducting the examination.

(h) The commissioner may take any action that may protect a
policyholder'sinterest if thecommissioner determinesthat afarm
mutual insurancecompany isconducting businessinamanner that
is:
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(1) contrary to laws applying to farm mutual insurance
companies; or
(2) detrimental to policyholder interests.

Sec. 18. (a) If the commissioner deter mines from:

(1) any statement filed by a farm mutual insurance company;

(2) an examination under section 17 of this chapter; or

(3) any other information obtained by the commissioner;
that a farm mutual insurance company is conducting its business
in an unsafemanner or that thefarm mutual insurancecompany's
assets are insufficient to justify continuing the business, the
commissioner shall send written notice of the commissioner's
concerns regarding the farm mutual insurance company to the
officersand directors of the farm mutual insurance company.

(b) Not mor ethan thirty (30) daysafter receivinganoticeunder
subsection (a), the farm mutual insurance company's officersand
directorsshall:

(1) remedy; or
(2) establish a plan to remedy;
the commissioner's concer ns.

(c) If the farm mutual insurance company does not remedy or
establish a plan to remedy the commissioner's concerns under
subsection (b) or if the commissioner determines that the
continuation of the farm mutual insurance company is not in the
best inter estsof the policyholder s, the commissioner shall institute
proceedings in the circuit court of the county in which the farm
mutual insurance company has its principal office to enjoin the
farm mutual insurance company from conducting any further
businesstransactions.

(d) If the commissioner seeks a permanent injunction against
the farm mutual insurance company under subsection (c), the
commissioner shall alsoinstitute proceedingsto settleand wind up
the affairs of the farm mutual insurance company and liquidate
and dissolve the farm mutual insurance company, as provided in
IC 27-9.

Sec. 19. (a) If ajudgment isobtained in an I ndiana court against
a farm mutual insurance company and:

(1) thejudgment is:
(A) not appealed; or
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(B) appealed, but an appeal bond is not posted; and
(2) thejudgment remainsunsatisfied for morethan sixty (60)
days;
the party that obtained the judgment may filefor injunctiverelief
in the court in which the judgment was render ed.

(b) In a proceeding initiated under subsection (a) by the party
that obtained a judgment against a farm mutual insurance
company, the court may issue an injunction against the farm
mutual insurance company to enjoin the farm mutual insurance
company from doing new businessin Indiana until the judgment
isfully satisfied.

Sec. 20. (a) A person, including a per son described in subsection
(b), that hasarisk that isinsurableunder thisarticleinaterritory
inwhich afarm mutual insur ancecompany oper atesmay apply for
insurance coverage with the farm mutual insurance company. If
the farm mutual insurance company accepts the person as a
policyholder, the person becomes a policyholder of that company
and isentitled to all therightsand privileges of a policyholder.

(b) Any of thefollowing that own property within theterritory
of a farm mutual insurance company may apply for insurance,
enter into an agreement for a policy, and hold a policy issued by a
farm mutual insurance company:

(1) A public corporation.

(2) A private corporation.

(3) A quasi-corporation.

(4) An estate.

(5) An association.

(c) Any:

(D) officer;

(2) trustes;

(3) board member; or

(4) legal representative;
of an entity described in subsection (b) may berecognized asacting
for or on behalf of the entity for the purpose of member ship.

Sec. 21. A person that solicitsor negotiatesinsur ance on behalf
of a farm mutual insurance company under this article must be
licensed as an insurance producer under 1C 27-1-15.6.

Sec. 22. (a) Two (2) or mor e farm mutual insurance companies
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may merge into one (1) farm mutual insurance company upon
approval of a merger plan by the policyholders of each farm
mutual insurance company as provided in subsection (b).

(b) Beforeamerger described in subsection (a) may take place,
the board of directors of each farm mutual insurance company
must approve a merger plan, and the merger plan must be
approved by the affirmative vote of two-thirds (2/3) of the
policyholder sof each farm mutual insurance company whovotein
person or by proxy.

(c) Before a meeting at which a proposed merger under this
section may be considered:

(2) thepalicyholder sof afarm mutual insurancecompany for
which the merger is proposed must be given, by first class
mail:
(A) written notice of the date, time, and location of the
meeting;
(B) written noticethat a proposed mer ger will bediscussed
and voted on at the meeting; and
(C) acopy or summary of themerger plan; and
(2) a general notice stating:
(A) the date, time, and location of the meeting; and
(B) that a proposed merger or transfer will be discussed
and voted on at the meeting;
must bepublished in anewspaper of general circulationinthe
county in which the principal office of the farm mutual
insurance company islocated.

Sec. 23. (a) Each farm mutual insurance company that decides
to merge under section 22 of this chapter must file the following
documents with the commissioner:

(2) A petition for merger.

(2) Thefarm mutual insurance company's merger plan.

(3) Articles of merger.

(4) A copy of the minutes of any meeting at which the mer ger
plan was appr oved.

(5) Proof that the policyholders were given proper notice of
the meeting at which the merger was considered asrequired
under section 22 of this chapter.

(b) The commissioner shall:
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(1) review afiling submitted under subsection (a); and

(2) schedule a hearing under 1C 4-21.5 if the commissioner

consider s a hearing necessary.
Thecommissioner may waiveahearingunder thissubsectionif the
commissioner determines that a proposed merger does not
prejudice the interests of policyholders of the farm mutual
insurance company.

(c) If the commissioner determines under subsection (b) that a
hearing is necessary, the commissioner shall issue a notice of
hearing to the farm mutual insurance company that filed the
petition for merger. The commissioner may require the farm
mutual insurance company to provide the farm mutual insurance
company's policyholders with written notice of the hearing,
including the date, time, and place of the hearing.

(d) If the commissioner requires a farm mutual insurance
company to provide its policyholders with notice of a hearing
under subsection (c), the notice must meet the following
requirements:

(1) Be published in at least two (2) daily newspaper sthat the
commissioner may designate.
(2) Be published in the newspapers designated under
subdivision (1):

(A) not lessthan one (1) time per week;

(B) for two (2) successive weeks,; and

(C) on the same day of the week.
(3) Thelast publication of notice must appear not morethan
five (5) calendar days beforethe date of the hearing.

(e) The commissioner may require a farm mutual insurance
company to providemor enoticethan isrequired by subsection (d)
if thecommissioner deter minesthat morenoticeisrequired under
thecir cumstancesconcer ningthefarm mutual insurancecompany.

(f) Inahearing conducted under this section, thecommissioner
may examine a farm mutual insurance company'sbusinessaffairs
by:

(1) requiring and compelling the production of documents,
recor ds, books, papers, contracts, or any other evidence; and
(2) compelling the attendance of, and examining under oath,
adirector, an officer, an agent, an employee, asolicitor, or an
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attor ney of thefarm mutual insurancecompany, or any other
per son.

(9) A person who hasan interest in a hearing conducted under
this section may appear and testify at the hearing.

(h) The commissioner shall approve and authorize a proposed
mer ger if the commissioner deter mines the following:

(1) That the interests of policyholders of the merging farm
mutual insurance companies are properly protected.

(2) That no reasonable objections to the proposed merger
exist.

(i) The commissioner may order a modification of the merger
plan or articles of merger for a proposed merger if the
commissioner determines that the modification is in the best
interests of policyholders.

(1) A farm mutual insurance company that files a petition for
mer ger shall pay the costs of a hearing under this section.

Sec. 24. (a) The commissioner shall establish thetimeframein
which a farm mutual insurance company must perform theterms
of a merger plan approved under section 23 of this chapter.

(b) After afarm mutual insurance company that isaparty toa
mer ger under sections22 and 23 of thischapter performstheterms
of themer ger plan, thesurviving farm mutual insurance company
shall notify the commissioner in writing of the surviving farm
mutual insurance company's compliance with the merger plan.

(c) The commissioner shall determine whether the terms of a
mer ger plan areperformed adequately by afarm mutual insurance
company that is a party to a merger under sections 22 and 23 of
thischapter. If the commissioner deter minesthat thetermsof the
mer ger plan aremet, thecommissioner shall issuethefollowingto
the surviving farm mutual insurance company:

(1) A certificate of merger.
(2) A certified copy of the certificate of merger.
(3) A certified copy of the articles of merger.

(d) If thecommissioner deter minesthat thetermsof themer ger
plan are not met, the commissioner shall hold a hearing under
IC 4-21.5.

(e) The commissioner may charge a farm mutual insurance
company the fee set forth in 1C 27-1-3-15 for a filing made under
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this section.

Sec. 25. Upon the commissioner's issuance of a certificate of
mer ger under section 24 of thischapter, thefarm mutual insurance
companies that are parties to the merger plan become a single
survivingfarm mutual insurancecompany. Thesepar ateexistence
of each farm mutual insurance company that is a party to the
mer ger plan ceases upon the issuance of the certificate of merger.

Sec. 26. (@) A surviving farm mutual insurance company
described in section 25 of this chapter:

(1) hasall the:
(A) rights;
(B) title;
(C) interests;
(D) privileges;
(E) immunities; and
(F) powers; and
(2) issubject to all of thedutiesand liabilities;
of afarm mutual insurance company or ganized under thisarticle.
(b) The:
(2) real property;
(2) personal property;
(3) mixed property;
(4) debts; and
(5) every other interest;
that belongs to a farm mutual insurance company that isa party
to a merger under thischapter istransferred to and vested in the
surviving farm mutual insurance company. Rights of creditorsor
liensupon property of amerging farm mutual insurance company
are not affected by the merger.

Sec. 27. A merger under sections 22 through 26 of this chapter
is effective upon the commissioner's issuance of a certificate of
merger, and the articles of incorporation of the surviving farm
mutual insurance company are considered to be amended to the
extent necessary to make the articles of incorporation conform
with the articles of merger filed under section 23 of this chapter.

Sec. 28. (a) A person, an organization, or a corporation that
intendsto enter into a contract for theexclusiveor dominant right
to manage or control a farm mutual insurance company shall file
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notice of the contract with the commissioner at least thirty (30)
days befor e entering into the contract.

(b) The commissioner may approve a contract or proposed
contract described in subsection (a) only if the contract is not
detrimental to:

(2) the policyholder sof thefarm mutual insurance company;
or
(2) the public.

(c) If the commissioner disapproves a contract or proposed
contract described in subsection (a), the commissioner shall
provide written notice of the disapproval to the parties to the
contract. A person, organization, or corporation that entered into
a contract described in subsection (a) may not manage or control
the farm mutual insurance company under the contract after
receiving notice of thecommissioner'sdisapproval of thecontract.

(d) A person, an organization, or a corporation that entersinto
acontract for theexclusiveor dominant right to manageor contr ol
a farm mutual insurance company isthe managing general agent
(asdefinedin | C 27-1-33-4) of thefarm mutual insurancecompany
and shall comply with any requirement of a managing general
agent under 1C 27.

Sec. 29. (a) If the commissioner determines, after noticeand a
hearing under IC 4-21.5, that a farm mutual insurance company
hasviolated any provision of thisarticleor any ruleor or der issued
under thisarticle, the commissioner may issue an order requiring
the farm mutual insurance company to cease and desist from the
unlawful practice or to take any affirmative action that the
commissioner consider snecessary tocarry out the purposesof this
article.

(b) Beforethe commissioner may issue a cease and desist or der
under subsection (a):

(1) acopy of the proposed order; and
(2) an order to the farm mutual insurance company to show
cause as to why the cease and desist order should not be
issued;
must beser ved on thefarm mutual insurancecompany by certified
mail or by personal service to the farm mutual insurance
company'sprincipal office. An order to show causemust statethat
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the farm mutual insurance company is entitled to request, in
writing, a hearing before the commissioner not mor e than fifteen
(15) daysafter thedate of serviceof theorder to show cause. If the
farm mutual insurance company does not request a hearing less
than sixteen (16) days after service of the order to show cause, the
commissioner shall issue the cease and desist or der.

(c) Uponreceiving arequest for ahearing under subsection (b),
the commissioner shall set a date, time, and place for the hearing.
The date must be at least ten (10) days but not more than fifteen
(15) days after the commissioner's receipt of the request for the
hearing, unlessthe parties agree upon another date.

(d) The commissioner shall give notice of the date, time, and
placeof thehearingtothefarm mutual insurancecompany at least
five (5) days befor e the hearing. The notice shall inform the farm
mutual insurancecompany of thenatur eand sour ceof any adver se
evidence procured by the commissioner.

Sec. 30. A farm mutual insurance company may ber epresented
by counsel at a hearing held under section 29 of this chapter. The
farm mutual insurance company shall be given the opportunity at
the hearing to submit written and oral evidence that supportsthe
farm mutual insurance company's belief that the order to cease
and desist should not beissued.

Sec. 31. Not more than ten (10) days after the date that a
hearing under section 29 of this chapter concludes, the
commissioner shall issuearuling on the subject of thehearing and
notify the farm mutual insurance company of the ruling. The
commissioner may do the following:

(2) I'ssue the proposed cease and desist order.
(2) I'ssue a modified cease and desist order.
(3) Determine not to issue a cease and desist order.

Sec. 32. (a) The decision, determination, or order of the
commissioner under section 31 of thischapter issubject tojudicial
review under 1C 4-21.5-5.

(b) If a farm mutual insurance company does not seek judicial
review of the commissioner's determination to issue a cease and
desist order under section 31 of thischapter within thirty (30) days
after the commissioner notifies the farm mutual insurance
company of thecommissioner'sdeter mination, theceaseand desist
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order isfinal.
(c) If thefarm mutual insurance company seeksjudicial review
of the commissioner's determination under section 31 of this
chapter and thecommissioner'sdeter mination isupheld, the cease
and desist order isfinal.
Sec. 33. If afarm mutual insurance company willfully violates
any provision of aceaseand desist or der, thecommissioner may do
the following:
(1) Impose a civil penalty on the farm mutual insurance
company of not mor e than ten thousand dollar s ($10,000).
(2) Suspend or revokethefarm mutual insurance company's
certificate of authority.
(3) Institute proceedingsto enjoin the farm mutual insurance
company from conducting further business.
(4) Institute proceedings to wind up the affairs of the farm
mutual insurance company.
Sec. 34. (a) A farm mutual insurance company may not waive:
(1) aterm of an insurance policy; or
(2) aright or defense of thefarm mutual insurance company;
unless the farm mutual insurance company states in a letter or
other written or printed document to the policyholder that the
farm mutual insurance company intends to specifically waive the
provision, condition, right, or defense.
(b) The letter or other written or printed document required
under subsection (a) must include the signature of an officer or
other representative of the farm mutual insurance company who
isauthorized to execute the particular type of waiver.
(c) A letter or other written or printed document under this
section is the only admissible evidence of a waiver by the farm
mutual insurance company.
Sec. 35. (a) A policyholder of afarm mutual insurancecompany
operating on a premium plusassessment basisunder thisarticleis
liablefor the policyholder's shar e of the amount necessary to:
(1) pay the losses and necessary expenses incurred by the
farm mutual insurance company; and
(2) maintain an adequater eser veor safety fund asdeter mined
by the farm mutual insurance company'sdirectors;

while the policyholder'sinsurance policy isin effect.
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(b) Notwithstanding subsection (a), a farm mutual insurance
company must limit apolicyholder'scontingent liability duringany
one (1) year to an amount of three percent (3%) or less of the
insurancecarried by the policyholder. Thefarm mutual insurance
company must set forth this limitation in the farm mutual
insurance company's bylaws.

Sec. 36. (a) A farm mutual insurance company must collect an
assessment from a policyholder in the manner prescribed by the
farm mutual insurance company's bylaws.

(b) After afarm mutual insurance company that operateson an
assessment basis receives:

(2) notice of any lossor damageto a policyholder's property;

or

(2) ajudgment against the farm mutual insurance company;
the directors of the farm mutual insurance company shall verify
theloss, damage, or judgment and shall assesseach policyholder an
amount in proportion to the amount of risk the policyholder has
with the farm mutual insurance company.

Sec. 37. (a) If apolicyholder upon whom an assessment hasbeen
imposed fails to pay the assessment, the farm mutual insurance
company may:

(2) suspend thefarm mutual insurancecompany'sliability for
loss under the policyholder's policy for thetimein which the
assessment is not paid; or
(2) cancel the policyholder's policy if the assessment is not
paid within thirty (30) days after notice of the assessment is
sent to the policyholder.
The farm mutual insurance company may deduct the assessment
from the policyholder'sdeposit beforereturning theremainder of
the deposit, if any, to the policyholder.

(b) If an assessment is paid by the policyholder after the farm
mutual insurance company takes an action under subsection (a),
thefarm mutual insurance company may reinstatethepolicy from
the date on which the payment is received, but a deduction or
credit may not be made in any assessment because of the
suspension of the policy.

(c) A farm mutual insurance company may file judicial
proceedings to compel a policyholder to pay an imposed
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assessment.

Sec. 38. (a) A policyholder is not liable for any assessment of
losses or expenses that areincurred by a farm mutual insurance
company after the policyholder hasterminated the policyholder's
policy.

(b) A policyholder is not liable for any assessment for
obligationsincurred by a farm mutual insurance company before
the policyholder terminated the policy on which the assessment is
made unless the farm mutual insurance company gives the
policyholder naotice of the assessment not mor e than one (1) year
after the date of termination of the policy.

Sec. 39. (a) A premium plus assessment policy must expressly
and prominently state on the face page of thepolicy that the policy
isa premium plus assessment policy.

(b) A suit or action for alossunder a premium plus assessment
policy may not be commenced until:

(1) thelossis duein accordance with the policy; or

(2) not lessthan sixty (60) daysafter proof of losswasgiven to
thefarm mutual insurance company that issued the premium
plus assessment policy.

(c) Therequirementsthat a policyholder must meet in order to
sustain alegal cause of action under this section must be disclosed
clearly and prominently in the premium plus assessment palicy.

(d) Notwithstanding | C 34-11-2-11, the statuteof limitationsfor
aclaim on a premium plus assessment policy under thissectionis
twelve (12) months after the date of the loss.

(e) The statute of limitations for a claim on a nonassessment
policy issubject tothestatutesof limitationsapplicabletoasimilar
cause of action under Indiana law.

Sec. 40. (a) A farm mutual insurance company that operateson
apremium plusassessment basismust pay all lossesand judgments
of thefarm mutual insurancecompany from premiumsr eceived or
amounts collected on promissory notes. The amount:

(1) deducted from a policyholder's premium paid; or

(2) demanded from a policyholder's promissory note;
must bear the same relationship to the total loss as the
policyholder'stotal premium bear stothetotal premiumscollected
in the calendar year that thelossisincurred.
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(b) If thefundscollected under subsection (a) ar einsufficient to
cover the loss or judgment, the directors of the farm mutual
insurance company may assess each policyholder in the same
manner. However, a farm mutual insurance company may not
assess its policyholders more than one (1) timein a calendar year
for lossesincurred by the farm mutual insurance company.

(c) Thedirector sof afarm mutual insurancecompany described
in this section may borrow enough funds to pay losses until the
directors may assess the farm mutual insurance company's
policyholders.

(d) A farm mutual insurance company described in thissection
may cancel a policyholder's policy under this section if the
policyholder fails to pay any assessment within thirty (30) days
after notification by the farm mutual insurance company of the
assessment.

Sec. 41. (a) A farm mutual insurance company may borrow
money for the payment of accrued losses and expenses.

(b) A farm mutual insurance company that has borrowed
money under subsection (a) must assess its policyholders the full
amount necessary to repay theloan in full in the next assessment
after borrowingthemoney. Unlessthecommissioner authorizesan
exemption, the assessment must be levied within twelve (12)
months after incurring the losses or expenses paid by the farm
mutual insurance company through the loan.

Sec. 42. A farm mutual insurancecompany may cancel,in whole
or inpart, apolicyholder'spolicy after giving the policyholder five
(5) dayswritten noticeof the cancellation asspecified by thepolicy.

Sec. 43. (a) A farm mutual insurance company may vote to
discontinue its operations and settle its affairsunder 1C 27-1-10.

(b) Befor eadissolution under subsection (a) may takeplace, the
dissolution must be approved by the affirmative vote of
seventy-fiveper cent (75% ) of thepolicyholder sof thefarm mutual
insurance company voting in person or by proxy.

(c) Before a meeting at which a dissolution under this chapter
is considered, the policyholders of a farm mutual insurance
company must be given written notice, by first class mail, of the
following:

(1) Thedate, time, and location of the meeting.
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(2) That a proposed dissolution of the company will be
discussed and voted on at the meeting.

(d) If the policyholders vote in the affirmative by the margin
required by subsection (b) to dissolve the farm mutual insurance
company, the company must designate a committee of three (3)
member sto do thefollowing, within adesignated period, on behalf
of the company:

(1) Liguidate the company's assets.

(2) Pay off the company's debts and expenses.

(3) Divide any surplus of the company among:
(A) persons who are policyholder s of the company at the
time of dissolution; and
(B) any person who held a policy issued by the company
within the three (3) business years preceding the vote to
dissolve the company.

(e) The company may extend the time that the committee
designated under subsection (d) hasto fulfill its duties.

(f) Upon completion of its duties, the committee designated
under subsection (d) shall file a report of its proceedings and
actions with the commissioner. Each member of the committee
shall sign thereport.

(g) If the commissioner approves the report filed under
subsection (f), thecommissioner shall issueacertificateof approval
to the committee, and the farm mutual insurance company is
considered dissolved and ceases to exist. The commissioner shall
certify the liquidation and dissolution of the company to the
secretary of state.

Sec. 44. (a) A director, an officer, a member, an agent, or an
employeeof afarm mutual insurancecompany shall not knowingly
or intentionally, directly or indirectly, use, employ, or permit
othersto use or employ any money, funds, securities, or assets of
the farm mutual insurance company for private profit or gain.

(b) A person whoviolatesthissection commitsa ClassC felony.

Sec. 45. Thisarticle does not prohibit a farm mutual insurance
company from doing any of the following:

(1) Distributing underwriting or investment gain to
policyholder s of a farm mutual insurance company.
(2) Accumulating a reasonable policyholder surplus for the
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payment of losses or other expenses.
Sec. 46. The commissioner may adopt rulesunder |C 4-22-2 to
implement thisarticle.
Chapter 3. Standard Farm Mutual | nsurance Companies
Sec. 1. (a) Thischapter supplementsthe requirements set forth
for a standard company in | C 27-5.1-2.
(b) Thischapter does not per mit astandard company toinsure
a policyholder of the farm mutual insurance company:
(1) against losstoamotor vehicle owned by themember from
any peril;
(2) against liability resulting from the use of a motor vehicle
owned by the member; or
(3) for property loss in connection with a specific loan or
other credit transaction.
Sec. 2. A standard company that is issued a certificate of
authority under IC 27-5.1-2-15 may:
(1) perform the business of insurance on:
(A) an assessable;
(B) a mutual; and
(C) anonprofit;
basis;
(2) insure the property of policyholders of the standard
company against loss or damage that is caused by:
(A) fire;
(B) windstorm;
(C) causesspecified under an extended cover ageprovision;
and
(D) other perils that are not specifically excluded in the
policy form; and
(3) insure the property of policyholders of the standard
company against:
(A) loss of use;
(B) loss of occupancy;
(C) loss of rents; and
(D) additional expenses;
that result from direct loss or damage to covered property.
Sec. 3. A standard company may engage in the business of
insurance in any location in Indiana other than a first class city.
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However, astandard company may continuetoinsure property in
afirst classcity in Indiana if the policy under which the property
isinsured wasoriginally issued before July 1, 2002, or if the policy
was originally issued before the city became a first classcity.

Sec. 4. (a) A standar d company may not insur e property located
outside the standard company's territory, as described in the
standard company'sarticlesof incor poration, unlessthe standard
company meets the following requirementsfor expansion:

(1) A standar d company with annual dir ect written premiums
that total not less than one hundred thousand dollars
($100,000) may expand the territory in which the standard
company insures property to not morethan ten (10) counties
if the expansion is approved by the affirmative vote of a
majority of the standard company's:

(A) board of directors; or

(B) policyholders present and voting at a meeting of the

policyholders.
(2) A standar d company with annual dir ect written premiums
that total not less than two hundred fifty thousand dollars
($250,000) may expand the territory in which the standard
company insures property to more than ten (10) counties if
the expansion is approved by the affirmative vote of a
majority of the standard company's:

(A) board of directors; or

(B) policyholders present and voting at a meeting of the

policyholders.

(b) The net retention per risk of a standard company may not
exceed two-tenths percent (0.2%) of the standard company's
insurancein force.

Sec. 5. A standard company may issuea policy insuring against
loss or damage to property of a policyholder of the standard
company from the perils specified in section 2 of this chapter in
any county located in Indiana if the standard company maintains
a policyholder surplus or reinsurance that the commissioner
determines is sufficient to protect the financial stability of the
standard company.

Sec. 6. (a) A standard company shall, not later than March 1,
prepareand filewith the commissioner an annual statement:
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(1) that ison aform prescribed by the commissioner;
(2) that isverified by an affidavit of the:

(A) president; and

(B) secretary;
of theboar d of thestandar d company and individualswhoare
authorized to do businesson behalf of thestandar d company;
and
(3) that reflectsthe condition of the standard company as of
the end of the calendar year immediately preceding the date
of the annual statement.

(b) Anannual statement prepared and filed under subsection (a)
must be presented at the annual meeting of the standar d company.

(c) An annual statement filed under subsection (a) must be
accompanied by thefiling fee set forth under 1C 27-1-3-15.

Chapter 4. Extended Farm Mutual | nsurance Companies

Sec. 1. An extended company is subject to the requirements of
IC 27-5.1-2 and this chapter.

Sec. 2. (a) A farm mutual insurance company that was
authorized to provideinsurancein Indiana on June 30, 2002, may
elect to obtain a certificate of authority asan extended company.

(b) An election under subsection (a) is made by:

(1) an affirmative vote by the board of directors of the farm
mutual insurance company:
(A) on a resolution to convert to an extended company;
and
(B) an amendment of the articles of incorporation of the
farm mutual insurance company; and
(2) filingtheresolution and amended articlesof incor por ation
with the commissioner.
(c) The commissioner shall, upon:
(1) receiving thefiling of aresolution and amended articles of
incorporation of a farm mutual insurance company under
subsection (b); and
(2) adeter mination by thecommissioner that thefarm mutual
insurance company isin compliancewith therequirements of
thisarticleand any other applicable law;
issue an amended certificate of authority to the farm mutual
insurance company recognizing the farm mutual insurance
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company as an extended company.
(d) A farm mutual insurance company, after receiving an
amended certificate of authority under subsection (c):
(1) issubject to therequirements of this chapter; and
(2) may commence the business of insurance as an extended
company.
Sec. 3. An extended company may:
(1) insure the property of policyholders of the extended
company against loss or damage that is caused by:
(A) fire;
(B) windstorm;
(C) causesspecified under an extended cover age provision;
and
(D) other perilsthat are specified in the policy form;
(2) insure the property of policyholders of the extended
company against:
(A) loss of use;
(B) loss of occupancy;
(C) loss of rents; and
(D) additional expenses;
that result from direct loss or damage to covered property;
and
(3) provideother kindsof insurancethat areapproved by the
commissioner.
Sec. 4. To providefire or windstorm insurance as described in
section 3(1) and 3(2) of this chapter:
(1) an extended company must maintain a policyholder
surplusasrequired under |C 27-1-6-15; and
(2) an extended company must maintain reinsurancethat the
commissioner determines to be sufficient to protect the
financial stability of the extended company.
Sec. 5. (a) An extended company:
(1) may collect a member ship feeand initial premium charge
that are prescribed by the board of directorsof the extended
company; and
(2) shall collect, not less than annually, an amount that is
sufficient to enable the extended company to:
(A) pay losses and expenses; and
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(B) create and maintain a policyholder surplus in
accor dance with the articles of incor poration and bylaws
of the extended company.

(b) Collectionsunder subsection (a) ar e subject to thefollowing
requirements:

(1) Collections must be made through assessments or
premiums charged by the extended company on certain
policiesissued by theextended company asdeter mined by the
board of directors of the extended company.
(2) A member of the extended company that holds a policy
that isissued on the premium basis:
(A) shall pay the stipulated premium not later than the
time at which the policy isissued; and
(B) may not be assessed.
(3) A member that holds a policy that is issued on a basis
other than a premium basis:
(A) may bechar ged an advance assessment that ispayable
not later than the time at which the policy is issued, as
determined by the board of directors of the extended
company; and
(B) may be assessed if a further assessment is required
under the articles of incorporation of the extended
company.

(c) The terms and conditions of assessments made under this
section must be clearly disclosed in the policy.

Sec. 6. The following requirements apply to the policyholder
surplus of an extended company:

(1) The articles of incorporation of the extended company
must provide for the existence, maintenance, and use of the
policyholder surplus.
(2) The policyholder surplus may be used only for the
payment of losses and expenses considered necessary by the
board of directors of the extended company.
(3) The existence or maintenance of the policyholder surplus
does not relieve a policyholder of any assessment or other
obligation that the:

(A) policyholder owesto the extended company; or

(B) extended company haslevied against the policyholder.
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(4) If the extended company is dissolved, the fund must be
treated in the samemanner asany other asset of theextended
company.

Sec. 7. An extended company may make investments in
accordance with IC 27-1-13-3.

Sec. 8. (a) An extended company shall, not later than March 1,
prepare and file with the commissioner an annual statement:

(2) that ison a form prescribed by the commissioner;
(2) that isverified by an affidavit of the:

(A) president; and

(B) secretary;
of the board of the extended company; and
(3) that reflects the condition of the extended company as of
the end of the calendar year immediately preceding the date
of theannual statement.

(b) Anannual statement prepar ed and filed under subsection (a)
must be presented at theannual meeting of the extended company.

(c) An annual statement filed under subsection (a) must be
accompanied by thefiling fee set forth in IC 27-1-3-15.

SECTION 64. IC 27-6-1.1-6 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1,2002]: Sec. 6. Thischapter doesnot
apply to any of the parties to a contract of merger or consolidation
under € 27-5-4-3: | C 27-5.1-2-22.

SECTION 65. IC 27-6-2-1 IS AMENDED TO READ AS
FOLLOWSI[EFFECTIVEJULY 1, 2002]: Sec. 1. Every farmers farm
mutual insurance company authorized on or after March 11, 1955, to
make the kinds of insurance and reinsurance permitted under and
pursuant to the provisions of € 2753 IC 27-5.1-2 is hereby
authorized to write, make, or take, in addition to the kinds of
reinsurance authorized under +€ 27-5-3; 1 C 27-5.1-2, any kind or kinds
of reinsurance on lines of insurance or hazards which they cede and
shall not write, make, or take reinsurance on any hazard or lines of
insurance that they do not themselves cede to other reinsurers.

SECTION 66. IC 27-6-8-4 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 4. As used in this
chapter, unless otherwise provided:

(1) The term "account” means any one (1) of the three (3)
accounts created by section 5 of this chapter.
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(2) Theterm "association" meansthe Indianalnsurance Guaranty
Association created by section 5 of this chapter.

(3) The term "commissioner” means the commissioner of
insurance of this state.

(4) Theterm"covered claim" meansan unpaid claimwhich arises
out of and is within the coverage and not in excess of the
applicable limits of an insurance policy to which this chapter
appliesissued by aninsurer, if the insurer becomes an insolvent
insurer after the effective date (January 1, 1972) of this chapter
and (@) the claimant or insured is a resident of this state at the
time of theinsured event or (b) the property from which theclaim
arisesis permanently located in this state. "Covered claim” shall
be limited as provided in section 7 of this chapter, and shall not
include (1) any amount dueany reinsurer, insurer, insurance pool
or underwriting association, as subrogation recoveries or
otherwise. However, a claim for any such amount, asserted
against apersoninsured under apolicy issued by aninsurer which
has become an insolvent insurer, which if it were not aclaim by
or for the benefit of a reinsurer, insurer, insurance pool or
underwriting association, would be a "covered claim™ may be
filed directly with the receiver or liquidator of the insolvent
insurer, but in no event may any such claim be asserted in any
legal action against the insured of such insolvent insurer; nor (2)
any supplementary obligation including but not limited to
adjustment fees and expenses, attorney fees and expenses, court
costs, interest and bond premiums, whether arising as a policy
benefit or otherwise, prior to the appointment of aliquidator; nor
(3) any unpaid claimthat isnot both filed within one (1) year after
an order of liquidation and permitted to share in liquidation
distributions under 1C 27-9-3-33 if the insolvent insurer is a
domestic insurer or in accordance with the applicable provisions
of the law of the state of domicileif the insolvent insurer is not
adomesticinsurer; nor (4) any claim by aperson whose net worth
at the time an insured event occurred was more than five million
dollars ($5,000,000); nor (5) aclaim against a person insured by
an insolvent insurer if the person's net worth at the time an
insured event occurred was more than fifty million dollars
($50,000,000); nor (6) any claim by a person who directly or
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indirectly controls, iscontrolled, or isunder common control with
aninsolvent insurer on December 31 of the year before the order
of liquidation. All covered claims filed in the liquidation
proceedings shall be referred immediately to the association by
the liquidator for processing as provided in this chapter.

(5) The term "insolvent insurer" means (a) a member insurer
holding avalid certificate of authority to transact insuranceinthis
state either at the time the policy was issued or when the insured
event occurred and (b) against whom afinal order of liquidation,
with afinding of insolvency, to which thereis no further right of
appeal, has been entered by a court of competent jurisdiction in
the company's state of domicile. "Insolvent insurer” shall not be
construed to mean an insurer with respect to which an order,
decree, judgment or finding of insolvency whether preliminary or
temporary in nature or order to rehabilitation or conservation has
been issued by any court of competent jurisdiction prior to
January 1, 1972 or which is adjudicated to have been insolvent
prior to that date.

(6) Theterm "member insurer" meansany person who islicensed
or holds a certificate of authority under IC 27-1-6-18 or
IC 27-1-17-1 to transact in Indiana any kind of insurance for
which coverage is provided under section 3 of this chapter,
including the exchange of reciprocal or inter-insurance contracts.
The term includes any insurer whose license or certificate of
authority to transact such insurance in Indiana may have been
suspended, revoked, not renewed, or voluntarily surrendered. A
"member insurer" does not include farmers' mutual insurance
companies organized and operating pursuant to t€ 275;
I C 27-5.1 other than +€ 27-5-3 and 1€ 27#5-4-2- a farm mutual
insurance company to which | C 27-5.1-2-6 applies.

(7) The term "net direct written premiums' means direct gross
premiums written in this state on insurance policiesto which this
chapter applies, lessreturn premiumsthereon and dividends paid
or credited to policyholders on such direct business. "Net direct
premiums written" does not include premiums on contracts
between insurers or reinsurers.

(8) The term "person” means an individual, corporation, limited
liability company, partnership, reciprocal or inter-insurance
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exchange, association, or voluntary organization.".

Page 106, line 24, after "(B)" insert "licensed"”.

Page 106, line 24, after "intermediary” insert "in this state".

Page 106, line 38, after "or &' insert "licensed".

Page 107, line 3, after "or &" insert "licensed".

Page 115, line 18, delete "(a)".

Page 115, delete lines 27 through 37.

Page 116, line 16, delete"acknowledged by" and insert "filed with".

Page 117, line 11, after "." insert "After June 30, 2002, a notice of
intention not to renew isnot required if:

(1) theinsuredistransferred from an insurer to an affiliate of
the insurer for future coverage as a result of a merger,
acquisition, or company restructuring; and

(2) thetransfer resultsin the same or broader coverage.”.

Page 133, between lines 38 and 39, begin a new paragraph and
insert:

"SECTION 105. IC 27-8-8-2 IS AMENDED TO READ AS
FOLLOWS [EFFECTIVE JULY 1, 2002]: Sec. 2. (a) Asused in this
chapter:

"Account" meansoneof thethree (3) accountscreated under section
3 of this chapter.

"Association" meansthe Indianalife and health insurance guaranty
association created under section 3 of this chapter.

"Commissioner” refersto the commissioner of insurance.

"Contractual obligation” means an obligation under covered
policies.

"Covered policy" means any policy or contract that is of a type
described in section 1(a) of this chapter and is not excluded by section
1(b) of this chapter.

"Impaired insurer® means a member insurer deemed by the
commissioner to be potentialy unable to fulfill its contractual
obligations.

"Insolvent insurer" meansamember insurer who becomesinsolvent
and is placed under a final order of liquidation, rehabilitation, or
conservation by a court.

"Member insurer" means any person that is licensed or holds a
certificate of authority to transact in Indiana any kind of insurance for
which coverageis provided under this chapter. The term includes any
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insurer whose license or certificate of authority to transact such
insurancein Indianamay have been suspended, revoked, not renewed,
or voluntarily withdrawn but does not include the following:
(1) A medical and hospital service organization.
(2) A health maintenance organization under 1C 27-13.
(3) A fraternal benefit society under IC 27-11.
(4) The Indiana Comprehensive Health Insurance Association or
any other mandatory state pooling plan or arrangement.
(5) An assessment company or any other person that operates an
assessment plan (as defined in 1C 27-1-2-3(y)).
(6) An interinsurance exchange authorized by 1C 27-6-6.
(7) A prepaid limited health service organization or a limited
service health maintenance organization under 1C 27-13-34.
(8) A specia service health care delivery plan under IC 27-8-7.
(9) A farmer's farm mutua insurance company under t€ 27-5:
IC 27-5.1.
(10) Any person similar to any person described in subdivisions
(2) through (9).

"Premiums" means direct gross insurance premiums and annuity
considerations received on covered policies, lessreturn premiums and
considerations, and dividends paid or credited to policyholders on
direct business. It does not include premiums and considerations on
contractsbetween insurersand reinsurers. For purposes of assessments
made under section 6 of this chapter, "premiums” for covered policies
shall not be reduced on account of any limitation on benefitsfor which
the associationisobligated under section 5(1) of thischapter. However,
"premiums" for assessment purposes does not include that portion of
any premium exceeding five million dollars ($5,000,000) for any one
(1) unallocated annuity contract.

"Person” means any natural person, corporation, limited liability
company, partnership, association, voluntary organization, trust,
governmental organization or entity, or other business organization or
entity.

"Resident" means any person who residesin Indianaat thetimethe
association becomes obligated for an impaired or insolvent insurer.
Persons other than natural persons are considered to residein the state
where their principal place of businessislocated.

"Unallocated annuity contract" means an annuity contract or group
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annuity certificate that is not issued to and held by a natural person
(excluding anatural person acting as atrustee), except to the extent of
any annuity benefits guaranteed to anatural person by aninsurer under
the contract or certificate. For the purposes of section 1.5 of this
chapter, an unallocated annuity contract shall not be considered agroup
covered policy.

(b) For purposes of this chapter, a policy, contract, or certificateis
considered to be held by the person identified on the policy, contract,
or certificate as the holder or owner of the policy, contract, or
certificate.".

Page 152, between lines 14 and 15, begin a new paragraph and
insert:

"SECTION 125. IC 27-9-3-40.5 IS ADDED TO THE INDIANA
CODE AS A NEW SECTION TO READ AS FOLLOWS
[EFFECTIVE UPON PASSAGE]: Sec. 40.5. (a) A claim under a
contract that isfunded by an account established under | C 27-1-5-1
as a segregated investment account must be satisfied from the
assets maintained in the account. The segregated investment
account is not chargeable with a liability arising out of other
businessthat the insurer conducts that has no specific relation to
or dependence on the account.

(b) Surplus remaining in a segregated investment account by
virtue of a guarantee by theinsurer as described in IC 27-1-5-1
must beincluded in the assets of theinsurer's estate.

(c) A deficit in a segregated investment account by virtue of a
guarantee by an insurer as described in IC 27-1-5-1 must be
treated asa Class 2 claim under section 40 of this chapter.".

Page 157, between lines4 and 5, begin anew paragraph and insert:

"SECTION 134. IC 27-13-36.2-4, ASADDED BY P.L.162-2001,
SECTION 6, ISAMENDED TO READ ASFOLLOWS[EFFECTIVE
JULY 1, 2002]: Sec. 4. (a) A health maintenance organi zation shall pay
or deny each clean claim as follows:

(1) If the claim is filed electronically, not tess mor e than thirty
(30) days after the date the claim is received by the health
maintenance organi zation.
(2) If the claim is filed on paper, not tess mor e than forty-five
(45) days after the date the claim is received by the health
mai ntenance organization.
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(b) If:
(1) ahealth maintenance organization failsto pay or deny aclean
claim in the time required under subsection (a); and
(2) the health maintenance organization subsequently pays the
claim;
the health maintenance organization shall pay the provider that
submitted the claim interest on the lesser of the usual, customary, and
reasonabl e charge for the health care services provided to the enrollee
or an amount agreed to between the health maintenance organization
and the provider paid under this section.

(c) Interest paid under subsection (b):

(1) accrues beginning:
(A) thirty-one (31) days after the date the claim isfiled under
subsection (a)(1); or
(B) forty-six (46) days after the date the claim is filed under
subsection (a)(2); and

(2) stops accruing on the date the claim is paid.

(d) In paying interest under subsection (b), a health maintenance
organization shall use the same interest rate as provided in
IC 12-15-21-3(7)(A).".

Page 163, between lines 34 and 35, begin a new paragraph and
insert:

"SECTION 146. IC 34-30-17-1 IS AMENDED TO READ AS
FOLLOWS[EFFECTIVEJULY 1, 2002]: Sec. 1. Thischapter applies
to all insurers, including farmers farm mutual insurance companies
operating under +€ 275: IC 27-5.1.".

Page 169, line 15, delete "." and insert *; IC 27-5.

SECTION 151. [EFFECTIVEJULY 1, 2002] (a) Notwithstanding
IC 27-5.1-2-21, as added by this act, before January 1, 2003, an
insurance producer that solicits, negotiates, or sellspoliciesissued
by a standard farm mutual insurance company that held a
certificateof authority toconduct insurancebusinessin I ndianaon
June 30, 2002, may continue to solicit, negotiate, or sell the same
insurancethat theinsurance producer was previously authorized
tosell and isnot required to take the examination required under
IC 27-1-15.6.

(b) ThisSECTION expires January 1, 2003.

SECTION 152. [EFFECTIVE JULY 1, 2002] Any rate or form

2002



41

filed by a farm mutual insurance company before July 1, 2002, is
valid and remainsin effect notwithstanding the repeal of 1C 27-5
and the addition of 1C 27-5.1 by thisact.".

Renumber all SECTIONS consecutively.

(Referenceisto HB 1386 as introduced.)

A WODN PP

and when so amended that said bill do pass.

Representative Crooks

CR138601/DI 97+ 2002



